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REPORT OF THE DIRECTORS: 


To the Shareholders: 


During the 12 months that have elapsed since publication of the last Annual Report, and 
despite a growing unfavorable political climate toward resource companies, your Directors 
have continued their policy of adding to Western Warner’s assets. 


COAL ' 
In March of 1974 the Company was fortunate in being able to acquire a 50% interest in 10,240 
acres of coal leases in the Drumheller area of Alberta. Our special report to Shareholders in 
March 1974 stated that Western Warner Oils Ltd. had coal reserves at Drumheller estimated at 
100,000,000 tons with a further 200,000,000 tons considered possible. These tonnage figures 
are from an independent report prepared for the Company at the time of purchase. Since this 
report the Company has had a second and more detailed evaluation by another independent 
engineering firm. This second report also states there are enormous coal reserves under our 
property. 

As everyone knows the energy situation has changed drastically in the past year. Gasification of 
coal is now among the most urgent energy priorities in the industrialized countries of the world. 
Huge coal conversion research projects, involving billions of dollars, have been announced by 
the USA, West Germany, Japan, The United Kingdom and virtually every large oil and utility 
ponpany ae Directors believe that Western Warner has one of the premier coal gasification 
sites in Canada. 


PHOSPHATE 

During the past summer, the Company, under the direction of Dr. E.E. Pelzer, P. Geol. 
conducted a program of road building and drill site preparation on the phosphate claims so 
that diamond core drilling can be carried out to prove up additional phosphate rock reserves. 
With the growing demand for fertilizer and the fast escalating costs of Florida phosphate rock, 
these Warner properties are becoming increasingly valuable. 

The uncertainty of the tax situation with British Columbia and Ottawa has hindered our 
attempts to have this valuable property developed. 


UNITED KINGDOM 
The Company has had favorable discussions with the Institute of Geological Sciences in 
London England for the drilling of a joint venture well on our northern Production License in 
southwest England. The Institute is primarily concerned with coal seams down to a depth of 
2000 ft. whereas Warner plan to check all formations down to approximately 4500 ft. 
We will be at a meeting of the Directors of the Institute of Geological Sciences to be held early in 
December and it is hoped that plans for the drilling of the well can be finalized at this meeting. 


ARCTIC 
Western Warner still retains an interest in approximately 2,000,000 acres in the Arctic Islands. 
In some cases, the Company assigned part of its interest to a large company who have assum- 
ed all of our obligations. Thus we have retained interests without facing any cash expenditures. 


ALBERTA 


The Company recently purchased a 20% interest in 480 acres and 3 oilwells in the Tehze Field 
in the Rainbow Lake area. It is interesting to note that a well producing from the same forma- 
tion, and located 2 miles south has produced over 200,000 barrels of light gravity oil to date. 


CONCLUSION 
Your Directors look forward to the time when the inter-government disputes will be resolved. 
In the meantime we will continue to look for opportunities to add to our assets on the assump- 
tion that the free enterprise system is still in existence in Canada. We believe that our assets are 
substantial and that they will become a source of income to the Company 
Respectfully, 


Board of Directors 


WESTERN WARNER OILS LTD. 


(Incorporated under the laws of Canada) 
and subsidiary companies 


CONSOLIDATED BALANCE SHEET — JULY 31, 1974 
(with comparative figures at July 31, 1973) 


ASSETS 
1973 
CURRENT ASSETS 
(OF: 1 eee eee ROE Een ean Terre neu Ser ts Memtmeice ghar warden de bedessunecrina th $ 27,762 
Term deposits, including accrued interest ..............cceeecesseeeeeneeeeeenseeeeenes 155,522 
Accounts: receivables.s.43)s..0: shee Ree, ce eB nc ee vee pee eee 15,155 
Inventory at net realizable VAlUC 0.0... eee ccseeseeeeeeeeaseeeeeneeeeeneeeeeeneeeees — 
198,439 
MARKETABLE INVESTMENTS, 
at cost (quoted market value 1974 - $10,898; 1973 - $21,917) ................ 26,030 
PROPERTY. AND. EQUIPMENT, at Cost (note 2). ccus..ssecu 4 oct-a.uaryeemeoee ay 257,380 
Less accumulated depreciation and depletion................ cc ceeeeeeeeeeeeeeeeees 2,153 
200,2er 
ORGANIZATION GOSTS: 25 osc ee ea tact canine red tear ee ee 2,323 
$482,019 
LIABILITIES a 
CURRENT LIABILITIES . 
Accounts payable and accrued liabilities 0.0... cesseeceeseeeeeeees $ 36,686 
Deferred’ consulting INCOMC@:.<.-0..<c-sesns- com eeruee ote eee eee 32,285 
68,971 
DEFERRED INCOME TAXES (mote 4) ....cccssccccssseccssseccssseeeeeee <i ster, Meee 13,400 13,400 
HAREHOLDERS’E | : 
CAPITAL STOCK (note 3) > 2 > Reus 
Authorized 
5,000,000 Shares without par value 
Issued _ 
3,647 ,285 SHAS . 0:5, sc.cieadeantucteannence vacate toe ae geen eeeaeare eee tae ee ene — 850,934 850,934 
DEFICIT sicko cn nccpseae iioeadi ts gitsoste dassas case cu xs eae Seed anny eee an a ee nn 456,136 451,286 
394,798 399,648 


$411,366 $482,019 
Approved by the Board a 


G. E. EVANS, Director 
J. B. McINTYRE, Director 


AUDITORS’ REPORT 


To the Shareholders of 
Western Warner Oils Ltd. 


We have examined the consolidated balance sheet of Western Warner Oils Ltd. and sub- 
sidiary companies as at July 31, 1974 and the consolidated statements of income, deficit and 
changes in financial position for the year then ended. Our examination included a general review of 
the accounting procedures and such tests of accounting records and other supporting evidence as 
we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of 
the companies as at July 31, 1974 and the results of their operations and the changes in their finan- 
cial position for the year then ended, in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year, after giving retroactive effect to the 
change in accounting practice explained in note 4 to the financial statements, with which change we 
concur. 


Calgary, Alberta THORNE GUNN & CO. 
October 28, 1974 Chartered Accountants 
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WESTERN WARNER OILS LTD. 
and subsidiary companies 


CONSOLIDATED STATEMENT OF INCOME 


YEAR ENDED JULY 31, 1974 
(with comparative figures for 1973) 


1974 1973 
Revenue _ 
OUT EVAN @ PG ENE NG) CTS. 2 NE eA crs UOT ct Br Ver $ 1,900 $ 632 
TRUEST SEEN cece cela Reet cere aie ek ne | 9,201 13,016 
OMS UTE ee teers. atu eses dr cats i Raettcy obeMue veces ulacdasteawsoaeen ies iauedsvatlndtty' 32,284 8,500 
43,385 22,148 
Expense 
VETTES coon MO Oe ee | 120 120 
PLOMMNOIStEAUV ES ANG QORECLAN a 25. oc2%.5. a2. ayn wee tyavaaveubuddgiecrsusacoundiansoua casters _ 26,363 1 S57 70 
RAIACIIG CINEGIOILS SAIAGY oie se rn oe crane shsaanee rc casavastlecrseensrisscrdntacsaste | 8400 8,400 
PORTA AON CIO DIGUON rc cesciiska ces stoesdaduassssaodayssdaessscarintvccsosrinsineeasets , 692 459 
a3 #8 =27,749 
Income (loss) before UndernOted itEMS ............ccccceesssseceeeeeeessssseeeeeeeeeeens 7,410 (5,601) 
Loss on disposal of petroleum interests ..............:cccccceeecceceeeeeeeeeeeeeeeaeeeneeeeees - 10,188 
Loss on sale of marketable investMent ................cccccssccccecsssseceeeessseeseeessseees 2,072 
12,260 
MOSS AEORMIMERYIEAR (note 4) ars soc ee tk eel re Mlsteons Hanssec $ 4,850 $ 5,601 
RG SGPRERSSHARE seninh neler erway Siti a cies aco nis ses $ 001 $ .002 


CONSOLIDATED STATEMENT OF DEFICIT 


YEAR ENDED JULY 31, 1974 
(with comparative figures for 1973) 


1974 1973 
Balance at beginning of year 
Re DTOVIOUGIE TODO anette asic acre cheegeccaeet vey vag ct ates ves sm aaatrwosbeas $437,886 $432,285 
Adjustment for deferred income taxes (Note 4) ........ ee eeeeenneeeeeeenn ees 13,400 13,400 
PS MOS COG ect mee eicin ks ree aa ERUS EG oa. oy pas ate SeaETERI Ss tad casnyn ech oesatenemeadenntencasnaes 451,286 445,685 
LAS TE UA TS BY CIC ne i Pe RO 7 EO hE ye a » 46,850: 5,601 
BA PANCECAUREND OF YEARS ee accucdieccnts cat cepnnsnnavsusstersctrers tepteavousentaweste $456,136 $451,286 


WESTERN WARNER OILS LTD. 


and subsidiary companies 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED JULY 31, 1974 
(with comparative figures for 1973) 


4874 =—S—=é«< 973 
SOURCE OF FUNDS — 
Loss for the Veale ay .ok ik ietcuccho mshi eri Se ee ae $ (4,850) 
Items not involving current funds 
Depreciatiomand Ge@pletlOn cacc.c-saccccceosedages casts oscegesetiaeerscniuer se eee 892 
Loss on disposal of petroleum interests ................:cccceeeeeeeeeeeheeeeeeeees _ 10,186 
Loss ‘on sale ofimarketable INVEStMOeM(S<....c..ccmn strc cdtrertevesaaeete ys _ 20f2 
| es age 
Sale of peti@leumiminterests ye sixcstassf500% esse etapa ese ns co ep eee 25,379 
sale of makketable investments oi.ccizccac.c- cute snnctreacaserevatceueponeye sevens saree expe Aled 
38,099 
APPLICATION OF FUNDS | 
LOSS fOr NEVER se cc suieteus cepasoun cheSeatiedsesapantenas spin tations Tenet as aa ae ame $ 5,601 
Depreciation and depletion, which do not involve current funds............ _ (459) 
- 5,142 
Additions to property and CquiPMENT...............cccecccccssseeeeeeeeseeeeeeeeaaanees 32,237 73,733 
Additions to marketable SCCUMUCS onc. 5. -b:ecee tas cer nctar maak enceras rated abun entoe oe. 19,831 
32,237 98,706 
INCREASE (DECREASE) IN WORKING CAPITAL.................:.c:0e.sdleeneedaeese - i: 5,862 (98,706) 
WORKING CAPITAL AT BEGINNING OF YEAR oo...ssssssssosssssesssessvesseesense 129,468 228,174 
WORKING CAPITALAT END'OF YEARM s22 occa eer enero ee, $135,330 — $129,468 


WESTERN WARNER OILS LTD. 


and subsidiary companies 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
YEAR ENDED JULY 31, 1974 


1. BASIS OF CONSOLIDATION 


The consolidated statements include the accounts of Western Warner Oils Ltd. and its wholly-owned subsidiaries; 
Canada Phosphates Ltd. an inactive company, and Western Warner (U.K.) Limited. 


The accounts of the United Kingdom subsidiary company have been translated to Canadian dollars as follows: 
Current assets at the rate of exchange prevailing at period end; other assets and liabilities at rates in effect at the 
dates of the transaction. 


2. PROPERTY AND EQUIPMENT 


1974 1973 
Accumulated 
Depreciation 
Cost and Depletion Net Net 
Petroleum interests a PT ey 
PRODEMYiCOSIStsrecrnccctte-ncteriserenceeexennneteeaes $ 54,706 $ 600 $ 54,106 $ 55,800 
DevelOPMeNt COSIS 2c... i....c. 6.0 casssenecceosessosses 105,289 — 105,289 129,245 
Production equipmentsinecetececessssscnserte sess 1,759 _ 1,759 1,759 
RovyaltywinterestSin..ccc.-<ctescore-csccssssnearnsenescaa 32,198 nas 32,198 32,198 
193,952 600 193,352 219,002 
Mining interests 
MiningiclaumSs.cncccncceseocnetscssersaeeessee te 23,375 : 23,375 2,825 
Development COStsS 5: ae siteecs cote snes 33,413 33,413 32,762 
56,788 56,788 35,587 
Office equipments. reeseasee eee reese ween 3,313 2,145 1,168 638 
$254,053 $2,745 $251,308 $255,227 


WESTERN WARNER OILS LTD. 


and subsidiary companies 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
YEAR ENDED JULY 31, 1974 


(CONTINUED) 


The companies’ policy is to capitalize all costs relative to the exploration for and the development of petroleum and 
natural gas properties, whether productive or non-productive. Depletion is provided on proven property costs, in- 
cluding development costs, on a unit of production method based on the total estimated proven reserves. 


The cost of non-producing properties, including exploration and development costs therein, less any proceeds on 
disposal are charged against earnings in the year of disposal or surrender. 


Mining claims are valued at the original cost of all claims acquired in each area of interest. 


Since the mining activities of the company are in the exploration stage, development costs have been deferred with 
the intention that they be amortized together with the cost of the related mining claims by charges against income 
from future mining operations. Therefore the recovery of these costs is dependent upon developing economic min- 
ing operations. When all claims in an area of interest are surrendered, the cost of the claims and the related 
development costs are written-off. 


3. CAPITAL STOCK 


At July 31, 1974 the managing director held an option to purchase 180,000 shares of the company at 37 cents per 
share before September 28, 1976. 


4. INCOME TAXES 


For income tax purposes the Company claims capital cost allowances (depreciation) and exploration, development 
and lease acquisition costs in excess of the related amounts charged to expense in the financial accounts. 


In 1974 the company retroactively adopted the tax allocation basis of accounting for income taxes. Under tax alloca- 
tion, deferred income taxes are provided to the extent that income taxes have been reduced by claiming capital cost 
allowances and exploration, development and lease acquisition costs in excess of the related depreciation and 
depletion provided in the financial statements. Retroactive adoption of the tax allocation basis of accounting for in- 
come taxes resulted in a cumulative provision for deferred taxes of $13,400 at August 1, 1973 and 1972 and acor- 
responding reduction in the previously reported retained earnings. 


The retroactive adoption of the tax allocation basis of accounting has not changed the Company’s loss previously 
reported for 1973 and the loss that would have been reported for 1974 on the previous basis. 


5. OTHER STATUTORY INFORMATION 


1974 1973 
NuimbenoncdineCtonStrcecssncctcsccnicent nessstanencct ota. seer anet te aataneumea taasstavahe nchinnt nascar uetceoaantwesnvceen’ if 7 
Aggregateiremuneration Of dineCtOrsS aS GINCClONS! .ceceensccecte wees ecnscecrscrcnseeesemersecerconeessvercer cence Nil Nil 
NUMDEROTONICENS ernment eee e aaa oa een ears coe ouae coin deae ee ee nee aet a seasenieaaie ce cseoe cre vecearatiess 
Aggregate remuneration of officers AS OFFICES 0.0.0.0... cece eceeeecnereeeeeeeeennteeeeeeeeeeeeesnnnnaneeseeeeces $8,605 $8,400 
NumbenotiofficersiwhoranealSO GineCtOrSimarenstan seareccnteeecsnrcesccusesscaneeecvepsisesctsennGsaenesthestnet: 3 3 
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